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COUNCIL COMMUNICATION 

AGENDA TITLE: 

MEETING DATB: December 15, 1993 

Recarrmendations Concerning Potential Revenue Sources 

PREPARED BY: City -get 

REcolm6NDED ACTIOPS: That the City Council hear the presentation of the 
representativen of the Old Lodi High School Site 
Poundation and take action as deemed appropriate. 

EiAcXGROmD INFQRMATIO2Q: Representativen of the Old Lodi High School Site 
Foundation will be in attendance at Wednesday night's 
meeting to deliver a presentation addressing 
potential n e w  revenue sources for the City of Lodi. 

Mr. Dennis Bennett, Foundation Chairman will make the presentation and a copy 
of his prepared remarks is attached (Exhibit A).  

The Foundation will make no specific recumendations at this time as to 
allocation of whatever additional revenue may be raised by action of the City 
Council. 
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Respectfully submitted, 

Thomas A. Peterson 
City Manager 
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Lodi City Council 
December 15,1993 

Opening Remarks 2% Business License Introduction 

Mr. Mayor and members of the Council, my name is Dennis Bennett, 
Chairman of the Old Lodi High School Site Foundation. The 
Foundation Board of Directors have for some time been studying ways 
to fund and complete the master plan at Hutchins Street Square. It 
seems at this same time it has become very evident that there are 
many, many needs in the community including completion of the 
Boys and Girls Club facility that just recently had a ground breaking 
for the construction of the shell of their building; DowIitown and 
Cherokee Lane revitalization, as well as other infrastructure needs 
like future repair or replacement of eastside sewer, water and storm 
drain trunk lines; future park land acquisition; adequate future 
funding for the parks and rec master plan; and potential future water 
filtration systems, not to mention increased future Police and Fire 
personnel. 

We are here tonight not to discuss any specific project, but due to the 
City's dwindling income, we are here to discuss methods to increase 
the general fund and try to make the City of Lodi financially healthy, so 
that the Council in the future can fully act on the various needs 
previously stated. 

We have sought the advice of the City's Finance Director, Mr. Dixon 
Flynn and we have some specific suggestions for the City Council. 

The first would be updating the current City Business License Tax 
Ordinance which was first introduced in 1948. It is well known that 
this tax is extremely outdated and has many inequities to smail 
business. 

The Foundation Board felt so strongly about the need to at  least 
review this funding source that the Board hired the consulting firm of 
Ralph Anderson and Associates to do a full review for the City. Ms. 
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Suzanne Bragdon of Ralph Anderson is here tonight to go through the 
report when I complete my comments. 

The second suggestion is to create a citywide Lighting and Landscape 
district which would include maintenance for all street lighting and 
park maintenance. This has become very common in Cities 
throughout California, and even San Joaquin County has Street 
Lighting Districts and Community Service Districts for park 
maintenance as in Weadbridge and Morada that pay for these 
services. 

The next suggestion would be to investigate the feasibility of 
increasing the real property transfer tax. This tax is paid to the County 
Recorder upon the close of escrow on the sate of a property with a 
portion going to the City. The City of Stockton and the City of 
Sacramento have increased Real Property Transfer Taxes and is 
substantial income to those cities. Ms. Bragdon's report contains 
some basic statistical information regarding this tax. 

The next suggestion would be to consider the implementation of a 
utility users tax that affects all utilities provided with the City. It could 
be structured so that there would be no net gain in the cost of city 
utilities, but even a very, very small tax on the other utilities could 
greatly help the CiWs General Fund. 

This concludes my comments and after the presentation I would urge 
the Council to direct the Staff to review the City of Lodi Business 
License Ordinance and incorporate the suggested changes in the 
report to bring it in line with reality. Also the Council should have staff 
look into the feasibility of the other suggestions mentioned and 
explore their implementation so that Lodi can survive the state budget 
cuts and continue to serve its citizens. 

j 



To: Lodi City Councilmrmben 

FROM: Lodi Distria Chamber of Commercc GTRC Committee 

DATE: Dectmkr 15, 1993 

At our committee meeting Dccunba 3,1993, the following resolution was adoptcd: 

RESOLUTIONOFTHEGOVERNMEKT A N D T R A N S P O R T A T I O N R E V I E W C O ~  
OF THE LODI DIS"RICI' CHAMBER OF COMMERCE. 

The L a 3  District Chamber of Commace is, in g m  supportive of the idea of a Businas 
License Fee review, but requuts that the City Council delay action m a  specific formula for 

is available, so that the accdr of such projects can be detarmned * andsuchinformationbeused 
in formdahg any new ordinance dealing with Business Licenst Fees. 

Liccnsc fasuntitaftathtpadingproposal forcherokct Lane and Downtown ndmlopmtnt 

It is thepmding opinion of chambef memben that any new revenues that may be gexmted 
by Busincs License Feu should be wcd for projects that wil l  directly benefit business within 
the City and not for projects that arc generally considend Community Service or Social Benefit 
projects. 

? 

AC C R , W U  - 7 ,_._...* <,--. . 1330s HAM LANE W a x 3 8 6  LODI.CA95241 PHONE (209)367-7840 FAX(209)334-0528 
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RESULTS OF THE LODI BUSINESS TAX SIVDk 
movERvIEw 

Ralph Andersen & Associates was retained by the Old Lodi High school Site 
Faandation to look at opportunities for increasing revenue generatiOn capabMcs 
of the C i q s  current business license tax ordinance while impmdng equity and 
administrationofthe tax. Generalfindingsandrecommendationsfromtheanalysis 
follow. 

L 
The taxing structure and rates have not been adjusted since 1948 

Rcverme generation as a percentage of general fund revenues is 5%, as 
reported in the 1991-92 State Controlleis Report, is s i g d k d y  behind 
the Statewide average of 5.8% and the practices of area a h  

Because the basis of taxation is number of employees, revenues generat& 
do not reflect changing economic conditions 

Related to the above, anrmal growth of business license taxrevenues have 
averaged only 25% during the past five years, whicb is significantly below 
Statewide and area averages 

In terms of equity, the use of number of employees as a taxing base does 
not accurately reflect business volume or ability to pay. 

classities all business activity into 11 broad categories of business to allow 
for the application of varying tax rates and taxing measures 
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Relies on gross receipts as the primary basis of taxation to ensure quiv 
and to ensure fevermes reflect changing economic conditions 

= lnchrdtlP a varying tax rate structure to reflect variations in profitability 
andabilitytopay 

= hchdcs tax rates to generate (1) S1.1 millionin reverne conshnt with 
statewide average& (2) s9oo,o0O and (3) s7m,OOo. 

For more detailtd information on the results of this analysis, please refer to the 
body of our report dated November 22,1993. 
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CHAPTER1 
INTRODUCTION 

As an introduction, this chapter contains: 

The current business license taxstructure is summarized at the end of this chapter 
to provide a basis of comparison between the existing and the proposed business 
license tax huework. 

BACKCROUND 

Cities in California have had the authority to levy business license taxes for many 
years. In the past, aties used a business license tax primady for regulatory 
purposes. As such, the amount of the tax was low and was primarily designed to 
m e r  the cost of regulating certain business activities. Considerations regarding 
internal equity of tax rates and taxing measures were not a c011ccrn. Neither were 
issues regarding reverme generatlon or administrative simplicity. 



In recent years, acd particularly Mder the current budget conmum, cities in 
California arc uh7jzinP the business license tax as a general rcvemrc raising 
measure. This trend reflects the interest of atics in developing a broader and 
more sewe revenue base. It also reflects basic changes thatbave occurred in the 
State and ha! tax structure, mch~ding elimination of the business inventory tax, 
the inability tr adjust local property and sales taxg and the lass of state and 
federalsubar ' 0 s  

Given that the City of- has not reviewed or revised its business liccnsc tax 
ordinance since l948, tax rates are law, thus negatively impsctins revenue 
generation capbilities. One of the objcctivcs of the Fozmdation, SappOrttd by the 
thambctofcolmnes# and the city, is tow additional funds generated through 
revising thebushcss license tax ordinance to improve pubEcfacilities.- The end 
result ofthis objectmt is beneficialboth to the City and to bmhsscs Inaddition, 
the rcvised ordinanawould create a "win-win" for the business commxmity and the 
City by improvi.lg equity, through treating similar busimsa simllariv_ and 
developing g l x i d c l j ~  to makc the ordinance easier to sdminicrn and monitor 
compliance. For dl of these reasons, Ralph Andenen & Ar#K?lrtts ' hasbcw 
retaincd to eAwitc and revise the current business license tax ordinance. 

Recognidng that hmashg business license tax rates without revking the basic 
sAmctu.re of the tax could compound inherent weaknesses in the ordinance, all 
compounts of the ordinance have been revised. In developing the framework for 
the ordinance, three key c3jectives were identified indude: 

8 Imprwe the equity ofthe business Iicene tax inc6rding arnUing (1) that 
JimiIar bushes= me treateddmihdy, (2) thut the tmingstmcftm re jkts 
genaalpmjitability anti ability to pay, and (3) that aU l e g h m e  businesstr 
are subject to the tm 

I Zvahua.re alternative revenue CapabiIities 

8 Enhrmceadminirtram, e ease and complirmce. 

To facilitate review of the findings and recommendations contained herein, this 
Report is organized into the following chapters: 
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To provide abash of comparkm, asummary of the lrcy components of the current 
basintss license tax ordinance follows. 

As of 0,aober 1993, the City of L d i  recorded only 3,900 active business licenses. 
For purposts of taxah, tht m n t  ordinanoc dots not identify specific business 
categories, with the exception of specialty categories shown h Exhiit I-A 

The primary fee schedule alrrellq inplacc charges ?nost busintsses on the basis 
of a bracketed ave--age number of emplayees structure. This structure applies to 
~businesscJ a p t  those listed in m i i t  I-& which are taxcd based on a flat 
fee. In adcwoq there arc bushasa listed in section 5.04.890 of the ordinance 
that arc exempt from paying a busintss license tax, including the following: 



Currently, the City taxes businesses with fimd places of busintss m the City, and 
those with fixed places of busintss outside of the City differently. Exhibit I-B 
ilhrstrates the tax paymwts due for busintsses inside and outside of the City. 

l Q s o p r w n p b y w . - ~ ~  

Sections of the City's Nnent business license tax ordinance that present the 
various taxing schwules are contained in Appendix A. 
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CHAPTERII 
0vERvIEwAssEssMENT 
OFTHE CURRENT ORDINANCE 

As tbe b& for revising and improving the City's adsting business license tax 
0-8- 'oe overview assessment of the carrent bushes license tax 
ordinance was completed. The objective of the assessment was to identify the 
areas of the axrent ordinsnce that could be improved in terms of equity, revenue 
generation capabilities, and easc of administering and enforcing compliance. 

This drapterpresents anLIssessmcnf of the atrrent ~ l i c e n s e t a x o r d i n a n a  
relative to each of thc concerns mentioned previously. To facilitate review, the 
finrfinm from this ass~smcnt are presented in the following sections: 

'Ihe mmim assessmtnt provides the foundation for the subsequent analysis 
presented m the rexnainder of the report. 

OF BUS- 

As previously indicated, special attention has been given to analyzing the general 
equity of the City's current business license tax  In evaluating this element of the 
O d K G 3 I l U  , the cuIlsultants have assessed whether or not similar businesses are 
treated in a like fashion under the ordinance, whether or not tax rates reflect a 
general ability to pay and whether or not all viable businesses are clearly subject 
tothetax. 

In analydng the general equity of the current business license tax ordinance, the 
following factors have been considered: 

1 
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General WeBlmeSs of the aurent busintu license tax in terms of equity that have 
been icicntikd arc presented below and on the following pages. 

Tbe City's bracketed employee taxing s m e  is regrcssiq and r d t s  in placing 
a greater tax burden on smaller businesses with fewer employees. As indicated in 
Exhibit XI-A, as thc number of employees increase, the tax rate per employee 
dtclines, thus reflecting the regressive nature of this taxing structure. As indicated, 
this type of taxing stnrcaut places a heavier tax burden on smaller busine.sscs, with 
fewer employees. 
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The pimuy taxing structure llsed m the City's current ordinance is number of 
empiayoes. With respect to equity, it is difficult to relate number of emplay#s to 
ability to pay. The result of this type of taxation is that bnsintss# tbatarelabor 
in tcmmearepenat izcdwhi le tbose~ -high profit margins but fewer 
employes contriite marginany to the City's business license tax reoemres 

The CUTrtnt ordinana taxes businester headquartered outside of the City 
dif€ercntly than similar busintsses headqaartered inside the City. This practice is 

draunstancy g a w a l l y  similar basintss activities should be treated similarly to 

' 

CJaremCly inequitable. w e  some variations may be w8ff8nted m certain 

promote equity. 

There are many instancts i n w h i c h k i m i l a r ~  are treated differently With 
respect to the basic tax rates that are levied. For example, there is a SS/month flat 
fee charged for amusement rides for children, while busintsses pay a SlO/month 
flat fee for amusement rides for adults The table in Exhiit 11-B illustrates Cases 
where these type of inequities &t, ie. variations in tax rztes despite the dmfinrity 
of business activity. The table is not intended to identify all cases where these 
types of inequities exist 

It should be noted, however, that varianctS between similar businesses in some 
areas may be warranted and encouraged, especial& when regulation of a specific 
busiaesS activity is ncccwuy. However, such variances are not alwaysjustified and 
raise concerns of equity. 



Business license tax ordinances typiCany group sbilar or related bushesa into 
logical categories or dassiiiCatianS for purposa of taxatiox~ From the StaadpOiDt 
of eqpity, c l a & b h u  arcused bccause they permit a different tax rate or basis 
of taxation to be applied according to the profitability or nature of apartiaktype 
or dadication of buskss. 

In- t h m  are nobusiness catcgon'.ts to reflect major businem activities in the 
City, thus the City docs uot have the hibility to apply differing tax raksbased 
on profitability and ability to pay. This potentially places a higher tax burden on 
th~businesses that have lower profit margins than might othenrvise be warranted. 

Although engaged in profitable business activities Within the city, some ?m&mscs 
are not dearly subject to the payment of abusiness license tax. &cause there arc 
no spedfic busincJs categories outtined in the ordinance, some busintsses maY 
obtain the impression that they are not subject to the business license taz 
Examplesofbusinesses operating in the city that presently pay no business license 
tax include the rental of residential and non-residential property. 

M PMNG A B- 

In the current ordinance, publicutilitiq garbage collectors, and delivtrybusinesses 
are excmpr from payins a busintss license tan Because these are viable business 
activities, this raises concerns of equity. There are no legal stipulations that refrain 
these business from paying a business license tax. 

+ + +  
In summary, opportunities clearly exist for improving the overall equity of the tax 
by modifying the current dassification system, taxing measures and tax rate 
strucaue. 
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The following at& have been selected jointly with City staff for purposes of 
cdnathg the citfs wmpetit ive~: 

To facilitate fcyitw, anItfysilr of the ability of the Citfs business license tax to 
generate revem is presented in the following subsections: 

8 Burinm Licarsc Tm Revenue In  Relationship To C;rV Geneml Fund 
ReVemU 



Tables and graphs have been prepared, as appropriate, to illrrstrate the finninm in 
&oftheseareas 

BasedanCityrccmis,rcvcmxsgcnerated from the bnsinasliccnse tax mtbe City 
, of Lodi represented 0.5% of the atfs total general fund revenues. Tbis is based 
on total basiness ECUISC tax revenues of $94,6%? against a gencral fund of 
S17,524,3U. In comparkm, business license tax revenue as a percentage of 
general fund revexma represents nearly 5.8% on a statewide basis. 

Exhibit II-Cl provides information on business license tax revenue relative to 
gencral fund rcvumc for the CompafiSoIl cities noted prtviously. In that the most 
recut  State controlleis Report available is for 1991-92, this yearwas selected for 
comparisoa pupscs. As indicated in Exhibit C1 and presented graphidly in 
Exhibit II-C2, bnsincs license tax revenues as a percentage of general fund 
revexme in the City of Lodi falls significantly behind the m e y  average (3.2%) and 
the survey mtdian (28%). 
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Based on this one piece of information, the City has significant opportunities for 
increasing business license tax revenues. If the Citfs business license tax 8s a per- 
centage of general fund rtvenues was brought up to the Statewide average, the City 
could raise zipproximately $1.1 million in business license tax revenue. 

-it II-D shows that business license tax revenue growth in Lodi was slower 
than all of the swty agencies between 1986/87 and l991/92, with an average 
annual growth rate of 25%. The data compiled h m  the State controzleis report 
indicates that the average anrmal growth rate of the survey agencies ranged from 
6.1% in the City of Davis to over 41% in the City of Manteca. Excluding the 
Statewide average annual grcnvtb, the survey average business license tax revexme 
annual growth rate over five years was 16% and the survey median average anmlnl 
growthratcwas l3.496. 

58.413 13.4% 

)Ibnr# OzPoI 283253 41.4% 

Mdesm 3210.618 4.8W.Wl iaQx 
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The mure of an agency's busintss licerue tax rate stnicture directly impacts the 
ability of the tax to reflect changhg economic conditions. This is clearly rtnective 
of anadysis of the City's taxraze strucauc as c o e w i t h  the practicts of the 
ten selected mq agencies. Four of the survcy agencies tax their major busintss 
categories based on gross receipts, while two agencies, City of saaamcnto and 
Modeslo, use both floss receipts and average number of employees as their taxing 
measure. The City of Galt and the City of Tracyprharily tax busintssts based 
on average rmmbef of emplayee~. The City of Woodland taxes businessts based 
on a flat fee and the City of Roseville uses varying taxing measures including flat 
fees, average rmmber of employees, and gross receipts. These results are depicted 
in Exhiiit IX-El, with the detailed survey results presented in Appendix B. 

As is Shawn in Exhibit II-E2, with the exception of Yuba City, all of the survey 
agencies who tax their busiatsses based on a gross receipts taxing structure are at 
or above the comparison survey average of 32% regarding business license tax as 
a percentage of general fund revenue. The City of Yuba City currently taxes 
businesseS based on gross receipts, but the figure reported in the 1991/92 
Controller's Report is based on a bracketed Gross Receipts/Flat Fee tax structure. 
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In revising the business license tax ordinance, careful attention is being paid to the 
impact that the amen! business license tax has on encouraging or dixouraging 
ntwbllmmAs c from coming into the area or influencing existing businesses to stay. 
Recognizing that other taxes also have the potential of impacting powth and 
development in the City, the comparable cities previously referenced were 
contacted and information was collected on other local tax sources utilized and the 
respeaivt rates applied. The specific tax sources sweyed include: 



Compounding the equity concerns with the revenue generation showm’qs, the 
City has significant opportunities to improve the ordinance. 

A final question that bas been explored relative to the cunent business license tax 
ordinai_ct is the question of administrative complexity. Concerns focus on the ease 
of administering and complying with the provisions of the tax, as well as the cost 
of anministra tion and compliance for both the City and tke business mmmtlnity. 
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B cu - 'Ihe current ordinance does liot havc 
dtsignattd business catcgor'un for businesses taxed based on average 
rmmberofemploytes. Admrmstratrve * 3; this may create enforcement 

are cxdudcd frompayingabushcsslicense tan Development of busimss 
chssifica!innn will not only improve the equity of the ordinance, but 
likewise wil l  improve adn&&m~ *on of and compliance with the 
ordbance. 

. .  
chaIlcngesbecauSeviabkbnsintss~Obtain the ixqrression that they 

-While the ordinance inciutics a provision for examination of 
records, there is no provision in the ordinanrt guaranteeing 

the authority to " . . . examine any papers, records, and mzmoran- 
da . . . " (Section 5.04340), there &odd also be 8 provision that 
ensures that the CoIkctur or designee, will not makt known the 
business affairs, optrations or information obtained from the 
examhation, except as it relates to the business license tax paid. 

confidentiality. Becarue the ordinance indicates that the city has 
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-There is no clcar definition in the ordinance of the designated 

powers, the Director of F i i c c  is refertnced ( W o n  5.04360), 
however no bpedfic section defines the Director of Finance as the . 
colltctor. Should a business Owner have qutstions or concerns, it 
is not clear where they should be directed 

" C O M  of the busiaess license tan In dtscribing c n f o r k n t  

d - " ' h e  definitionfor average 

diffiallt to SdminiCEtn and enforce. The formula desaibed for determin- 
ing average rmmbet of empbyccs with businesses fixed m the City could 
be more clearly defined by indicating the number of hours or days used 
in the formula, ratbcr than refcning to . . . customs or laws governing 
snch cxnploymcnt." For the businesses with no fixd location in the City, 
the thrtt days mentiontd in the definition is not referenced in any other 
place in the ordinance, therefore is confusing. With the language being 
both confllsing and <xlmbersome, busintsses may not comply. 

rmmber of ~ l o y e t s  (section 5.04.020) is cumbersome and would be 

m - The busincsS 
~~CCDSC tax ordinance dou not include a provision for charging an 
administrative fee for processing business license tax applications. For 
busintsses that are exempt from paying a business license tax (Section 
5.04.osO) and home occupations whose annual gross receipts are less than 
Sl,OOO (Section 5.04.080), a business license is required. Givcn that 
proctssing the application and preparing the license takes staff time, an 
administrative fee to cover these costs could be assessed. 

8 of - The general ffow and layout of the 
ordinance is cusbenome because administrative and reveime raising 
d o n s  arc combined. In order to make the ~~dinance easier to read, 
thus easier to comply with, administrative and revenue raising provisions 
should be separated. Eirch of these sections should be clearly bigblighted 
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CHAPTERIII 
KEY COMPONENTS OF 
THEREVISED ORDINANCE 

To dtvtlop a framcworlc for the revised ordinance which addresses the obscnra.. 
t ion /coqkce  and revenue elastiaty identified 

in the 0oervittR assessment, the framework for the revised ordinance mnst 
. .  

tiOm=mwtqnity,- 

. IhchukaJysemforchijjhgbbusintsJes 
8 I ~ ~ ~ f o r e a c h b ~ & ' n  
8 I w t m i n g r a t i a s  between burinas clk@bshnc 

Rtcommendations in each of these areas are presented below and on the following 
pages. The resulting tax rate structure options are presented in the next chapter. 

The bnsintss cladication system refers to the different categories of business 
activity idcntiticd in a business license tax ordinance for purposes of taxation, The 
busintsJ da&ficatiOn tgstcrn is important from the perspective that it: 

aassifications are used as a means of grouping similar or related businesses into 
logiczl categories for purposes of taxation. From the standpoint of equity, they are 
used because they permit a different tax rate or basis of taxation to be applied 
according to the profitability or ~ t u r e  of a particular typc or class of business. 



r 
Cities have considerable flua'bility in the way in which they dassify busintss for 
taxing purposes. As indicated in a League of California Cities report on this 
subject 

The City's current ordinance does not have categories descn'bing major busincsS 
aciivity. Because of this practice, dl businesses are treated the same, thus the 
ordinance does not take into consideration profitability or ability to pay. In 
ensuring that the revised ordinance is equitable, and to enhance the case of 
anministration, a sound business classification system must be developed. 

In dcsigahg the new classification system, the following factors have been 
considered: 

8 The number of business c l u s s i w r u  to ensure that they me not too 
mmemur to negatively impact adminimation and enforcement 

Y 

9 '  

.- 

.... 

c 

c 

*.- 

L 

8 I- business categories to @ect unique adminiitratbe conniiemfiom 
and variatiom in profitability 
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Exhibit m-A2 muMlarizes bow the specialty busintss catcgoIic!s in the current 
ordinana have been consolidated into tbe reconmended busintss categories. A 
few of the specialty categories will be included in the regulatory portion of the 
ordhancc that is currently being prepared. In addition to the 11 business 
classScatiom recommended, the revised ordinance should incfude a "catch all" 
rlnccification designed to apply to all lmsbssa not specifically covered by other 
parts of the ordinance. 

4 7 



The bnsintss classes recommended to be included within the classification structure 
have been developed to: 

8 Mow for the use of demarive taxing meCLSLUeS for unique situations 

Allow for the appktion of variable tax ma that mfZectprofiabi&. 

Definitions of the primary business classifications are presented in Appendix C. 
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Based on the general practices of cities throughout California, alternative tax 
measures available to the City of Lodi include: 
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 he advantages and disadvantages of each are summanztd in- III-B 
General observations are presented below. 
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c = I;Zat-’Ihe llsc of flat fees as a taxing measure is most often def’ended 

on the grounds that it is the least complex of the available alternatives to 
administer. Because no computation is involved, there is little compliance 
m t  for busintss. Similarly, the tax is relatively easy and inurpensive for 
the City to administer. The use of flat fees can make revenue &imating 
easier, and it can be a particularly effective manner of taxing certain 
busintsses where enforcement might otherwise be a problem. 

On the other hand, the we of flat fees can result in a highly regressive 
rate structure because the same fee is applied to a variety of busintsses 
without any consideration of business of volume or the profitability of 
those businesses. As compared zc other measures which more accufattly 
reflect business done within the City, flat fees can be particularly unfair 
when applied to those doing limited business within the City. 

Furthermore, the use of flat fees does not provide the City with a rweme 
source that adjusts to ChanHing economic conditions. Not only do flat 
fees product less revenue initiaily thar, o&er alternatives becawc they do 
not measure price or volume of goods produced, but they are deficient in 
terms of grouzh in that additional revenue is only produced for the City 
through an upward adjustment of license fees or an increasc in the 
number of firms doing business in the City. 



8 ~-Fmmthe&mdpohtofIevyingbusiness 
license taxes for revermGraisiag parrposes, the use of average rmmber of 
employees is Superior to a flat fee because increases in revenue yield are 

ty. Rather, revenues grow as employment incr- 

As conpared to aflat-tbe pst of average number of cmployces also 

by providing a mgh mtastlfe of business volume. Furthermore, 

becausetheyarepresesltlyrequiredtolreeprecordsforsociatstcurityand 
withholding  pup^^^. From the standpoint of the City, fcw administra- 
tive problems are mamntacd. 

not entirely clqdutt on the addition of newbtlsinesses t o t b e a d -  

doesabetterjobafdistingaishing between bushssa for-purposts 

employers have little diffintlty comguting average rmmber of employees 

While the use of average rmmber of esnployccs as a tax measure is 
s u ~ b e # e r ,  i n m  cases, than a flat fee, it does have problems. 
With respect to eqaity, it is dif3Zcult to relate tiverage number of 
eolployees tc ability to pay. Furthermore, while it does provide some 
measure of bosinessvohrmc, it tends to penalize thosebusinessts that are 
labor intensive while v h t d l y  ignoring those having high profit margins 
but few employeer. If the tax rate declines as rmmber of employees 
increases, then the busincs license tax structure can become highly 
regressive. 

--From the standpoint of equity and developing a tax that 
reflccts changes m thc ccol3omy, gross receipts is clearly advantageous. 
Not only does this mcanne of taxation offer a broad tax base, thereby 
permitting the City to raise revenue from this source based on relatively 
low tax rates, but it also allows for reasonable revenue growth without 
adjtlstingtaxrates,inammch as it is responsive to overall changes in the 
economy. 

Although more compficatcd than a flat fee, taxpayer compliance is not 
unnecessarily complex. lb indicated in a recent m e y  conducted by 
Ralph AnderJen & Arsocimtj on business licensing practices and polides 
throughout California, gross receipts is the most common and preferred 
method of taxing major business activities such as retailers, wholesalers, 
madactwen, cont~a4o~s, senrice industries and professionals. Because 
the tax is levied against only that business which is done within the City, 
the uw of gross receipts assures that double taxation wil l  not occur. 

f 
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~ - u u n l i k c g n > s s ~ ~ w h i c h t a l r e s i n t o a c c o u n t b o t h  
changes in price and volume of goods, gms payroll as a tax meawe 
~ o n l y f o r c h a n g c s i n w a p ~  Whilethiscanminiulkthetax 
obligation to a bmincss and tbe resulting tax revenue to the sty, the 
efosioll of taxable base may be ofktby the fact that aAministah *on is 
ltsscostty d cornplat As compatedto some of the broad taxmeasurts 
desaibed previously, gross payroll can be morc limited in its application 
in that it is only a practical alt#aatiVt witb respect to those classes of 
businwS that employ s u f f i a e n t p c ~ ~ ~ ~ ~  to make gross payroll a fealistic 
taxbase. 

Q j & ~ - h c a l  agencies have used awi& variety of otber tax measares in 
specialized- Muding number of vehicles, seating capacity, 
number of units, andsquare footage Somebavtevtntxpressed interest 
in net income as abasisfor taxatioa. While this type of approach is the 
mostequitable,Statefawpresentty~~~~ageradesfromimposingatax 
based on net income (refer to Section 170415 of the Revenue and 
Taxation Codc). 

Taking these obsematiom into a ~ . ~ u n t ,  Exhibit m-C presents the recommended 
taxingmeasuresbybusintssdasfificatioa Gdobservationssuprtingtheuse 
of gross receipts against the issues of equity, meme generation and administration 
follow thereafter. 

. - In terms of equity, grm rcccipts is generally considered to be 
the most equitable tax bass available to local agencies. This measure of 
taxation provides the City with a broad tax base. As a result of creating 
a broad tax base, the City can develop tax bills that arc reasonable and 
that reflect varying business volumes, ie, d e r  busincscs will pay M 

overall tax bill that is relatively less than that paid by larger businesses. 
Furthermore, business license tax ram are only applied to that amount 
of revenue which is generated from business activity within the City, 



therefore avoiding "double taxation" for those businesseS Operatiag both 
inside and outside the City. Finally, all businesses are treated on the 
samc basis, regardless of whether they arc labor intensiie or not. 

0 
-* - From tbe standpoint of dcvelopiug a e x  that 

reflects changes in the cconoq, gross receipts is clearly advantageous. 
Not only does this mcasurc of taxation offer a broad tax base, thereby 
permitting revenue to be produced at rehtivcly low tax rates, but it atso 
allows for reasonable growth without adjusting tax rates, inasmuch as it 
is respcnsive to overall changes in the economy. 

0 - Admuustratively, . .  although gross receipts can be more 
complicated tpan aflat fee, taxpayer compliance need not be UMecesSsLfi- 
ly complex. Forms used for reporting gross receipts and determining tax 
payments due can be developed to minimhe compliance efforts. Eke- 
wise, apportionment guidelines wed for determining the receipts 
attriitable to busintss activityin the City canbe developed to maximhe 
easc of administration and compliance. How detailed and complex 
reporting forms and apportionment guidelines are is attributable more to 
the policy of the organization than to tbe fact that grws receipts is the 
primary metbod of taxation. 

c 

Because of administrative and enforcement considerations, the business categories 
' e  headquarters, soliaton/peddlers, and special events are of anmtnlstrahv 

recommended to be taxed on an alternative basis. Definitions of recommended 
taxing measures are presented in Appendix D. 

. .  

The n u t  consideration in developing a framework for the rcvised business license 
*a ordinance is the development of taxing ratios between different business 
classifications. Recognizing that gross receipts by itself does not adequately 
indicate tbe profitability of a particular business, tax rates should be determined 
on the basis of variations in profit margins among different CIasSts of business. 
The use of taxing ratios allows the City to tax different classifications of business 
activity based upon the general profitability of the business activity or the general 
nature of business activity. For example, if the tax rate for thost in Group 1 was 
S.10, it would be $20 and $30 for those in Groups 2 and 3, respectively. Business 
activity not specifically falling under one of the broad classifications of business 
noted above would be taxed in Group 1, unless otherwise specified. 
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Determining what is and is not an appropriate ratio is difficult at best. At the 
outset, it is necessary to compute the ratio of net profit to gross receipts in order 
to obtain the profit margin for different types of busincsS activity. These figures 
are seldom available locally, and they arc not collected in California by either State 
governmentorstatewideassodatiom~theChamberofCommerce, Asaresult, 
it is ntcessary to -use national figures publisbcd by the US. Internal Revenue 
Service from business h m e  tax returns. 

The figures from the Intcmal Revenue Servicc are actual receipts, and are widely 
used by economists and otben for jmposcs of determining the profit margin of 
various classes of buskss. However, the figures do have limitations in that the 
reports are nationwide in scope and may not completely reflect the nature of 
business in the City of Ludi. Furtbermore, timing of the reports is such that 
publication is delayed for several yean. Because of these limitations, it is 
important that they be used a3( m rrgr&k  in determining taxing ratios in order 
to avoid applying them unfairly to any particular class of business 

Profit margin figures arc available from the Internal Revenue ScMce for 
proprietorships and corporations. For purposes of establishing a ratio between 
business &.cations, profit margin figures for proprietorships arc typically used. 
While fair for those engaged in business as proprietors, this approach also tends 
to work to the advantage of corporations because they arc generally more 
profitable than proprietorships. 

Exhiiit m-D presents the minimum and maximum profit margin figure for eacb 
broad classication reported for sole proprietorships. Appendix E presents the full 
range of profit margin figures for sole proprietors by specific type of business 
activity. 

I. 



In establishing taxing ratios, it is tbtorcticdly possiilc to establish a separate taxing 
ratio for each business ckssificatioa However, mailable data would malte it 
difficult to defend these ratios, and the Citywould run the risk of imposinS a 

at thc general groupings of profitability, aad using the minimum profit margin 
figures it is possr'ble to establish broad tax rate categories that arc mud and 
r e a s 0 d . C .  

higher tax rate on some busintsstJ ~dghtotherwis tbc jus t i f i~  Bylooking 

Based on the groupings of profit margin data for proprietorships the rekitcdncss 
of other busiatss acthities to these businesses, and the general practice of local 
agenacs elsewhue in the State, -%it XU-E presents tbe ratios recommended 
fm setting tax ra;es i n M  

In comparing the recommended ratie against the more detailed profit margin 
figures, wholesaling and public utilities have been recommended to fall in category 
1 wen though category 2 appears reasonable. To minimhe administrative issues, 
wholesaling has been linked to the same taxing ratio as manufacturing and 
re- With respect to utilities, legal stipulations require thiit this category not 
be taxed at a rate higher than retail merchants. 

The special business categories of soIicitors/pcddlers, and special events have not 
been incorporated within the analysis of ratios in that they a r t  recommended to 
be taxed on methods other than gross receipts or cost of operations. Coin 
operated machines would fall into group 1. 

.C 

+ X I  

brl 

i i  

w 

5 !  
M 



r? 
d 
P 
d 

3 
pi 

A specific business cladication has not becn identified for home occupations. 
Under this proposal, it is recommended that home occupationsbe taxed at the rate 
consistent with the type of busir#ss activity undertaken. For cxampk, if an 
accuunting service were establisbcd as a home ocapamq thebusir#sswoddbe 
taxtd as 8 pfcssionaL 

ThesC rates arc applied cornistent with the meme raising authority of the 
business license tax ordinanct, Based on thesc recommendations, a specific tax 
rate structure is presented in the next chapter. 
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CHAPTERN 
RECOMMENDED FRAMEWORK 
FOR THE BUSINESS LICENSE 
TAXORDINANCE . 

A modified tax rate structure has been developed for the City's businesJ license tax 
orQhance based upon the rccomndations previously presented regarding 

The recommended tax rate structure and assumptions used to estimate the impact 
of tbe revised stxucture fillow. An asscsmmt of the framework for the revised 
ordinance is presented at the tnd of this chapter. 

The amount of revenue to be generated through the revised ordinance is a policy 
dedsion to be made by the City Council. To assess the impacts of the proposed 
taxing structure, three alternative scenarios have been developed for review and 
consideration. These proposals include generating 

These rcvtrme target amounts were selected to provide a range of revenue options 
for the City coundi 's  consideration. Recognizing that the City currently generates 
only 5% of general fund revenue from the business license tax, Option #l would 
bring the percentage of gcncral fund rcvcnuc up to the Statewide average of 5.8 
percent, and Option #2 would bring business license tax as a percentage of 
general fund revenue up to 5 percent. The last alternative brings the Citfs 
business license tax revenue up to 4 percent of general fund revenues. 



Before tax rates can be established that will generate these identified revenue 
amounts, it is ncccssq to determine the taxable base witbin the City. Taxable 

busintsJ categary and the resulting gross receipts generated. In evaluating taxable 
base, the primary soufce of information that hasbeenused isBurean of tbe Census 
data Became the City currently taxes businesses based on average number of 
employees, gross receipts data was not available; the Census data presents average 
gross reocipts by type of businws. For retail activities, trends from the State Board 
of E q d h t i o n  were used to estimate gross receipts. City records were utilized in 
the anatysiS to esthatc the number of businesses in each business catcgofy. 
Taxable base figures are &own in Exhibit IV-A. 

base information includes both the Ilumber of businesses O p C ~ t i l l g i I l t h C C i t y b y  

Based on estimattS of the number of businesses and total gross receipts generated 
in the City, coupled with earlier recommendations regarding the business 
dassification system, taxing measures and taxing ratios, three alternative tax rate 
options have been developed to generate S1.l  million, S900,OOO and $700,000 
rtspcctively. The tax rates.gencrated from these alternatives are presented in 
Exhibit IV-B. In addition to the resulting tax rates shown, it is recommended that 
each business pay an additional charge of $15 to covcr administrative and related 
costs. The detailed data used to develop these tax rate options are presented in 
Appendix I;. 
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Tbest rates are based on a review of three factors: (1) the current rate structure 
for all business categories recommended to be merged into these s p e d  
dassifications, (2) consideration of reasonable rate growth, and (3) administrative 
considerations. Coin-operated machines would be taxed the same as Group 1 
businesses 

To assess the impacts that the revised rate structure will have on individual 
businesses, sample tax bills have been prepared for each of tbe major business 
categories m i i t  IV-C presents the sample tax bills prepared. For each major 
bushes category, the following information has been identified 



t 

S h o w  in Exhiiit IV-C, there arc significant opportunities to increase revenue for 
the majority of businesses operating in the City of Lodi, The tax bills show that 
the gross receipts tax structure is m t  regressive, therefore it does not CBUSC a 
grcazcx tax burden on gnaUer businesses versus larger buskws. Instcad, the 
gross rtctipts tax structure promotes equity, ensuring that dml7atbuSincSScS 8rc 
trcaedsimilarly. 
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CaAPTERV 
A D M I l w T R A m  
CONSIDERATIONS 

In addition to adopting a system for dassQingbdmscs andestablisbjngabasis 

policy decisions with respect to the revised business license tax ordinance. Ibis 
chapter identifies these poliq decisions, as well as other opportunities for 
improving the overall administration the ordinanec. 

fortaxingbushews within each c k s i f i c a t i ~  it is also mctSs8tf. to makc certain 

w 

This section outlints administrative and policy questions that must be addressed 
in the new ordinance. Suggested recommendations in each highlighted area are 
also presented. 

- &cause the current ordinance did not 
identify business chssifications, the new business classifications must be 
clearly defined Appendix B includes definitions that can be used the 
reviscdordinance. 

- To m e r  administrative and related costs, it is recorn- 
mended that the City adopt an administrative fee of $30. This fee would be 
charged to businesses that pay a business licen..~ tax, as well as those 
business that arc exempt from the taq but required to display a business 
license. A provision descriiing administrative fees should be included in the 
rcvised business license tax ordinance. 

. .  . 

- Guidelines should be established for renewing a business 
license. The current ordinance does not describe renewal procedures. 



-- 
--While the ordinance iacludes aprovision for the 
cxambtion of records, there is no provision in the ordinance to ensure 
mnfidedality. Because the ordinance indicates that the City has the 
authority to C...cxaminc any papers, records, and mcmarauda..." 
(Seaion 5.04340), thcxe should also be a provision that ensures that the 

or idormation obtaincd from the examination, except as it rekites to the 
bmincss license tax paid. It is recommended that the provision be included 
in the revised ordinanct. 

con- a will not m a ~ e  lrnown the busintss v w  

--mere is no dear definition in the ordinance of the 
dl.JrirmatrAmCOIICCtOf of the business license tan In describing enforcement 
powers, tbe Director of Finance is referenced (Section 5.04.360), however no 
spedfic section dchcs the Director of Finance as the Collector. il is 
rwonmdd that the I%Ollt.,.tof be defined in the ordinance, hc ldng  a 
dtscription of roles and responsibilities. 

1Pn/orrnnmt - In order to maximh both equity and revenue generation 
capabilitits from the bushtss license tax, appropriate measures should be 

licensed, and that those business licensed are in compliance with all 
provisions ofthe ordinance. Supporting this area of enforcement, provisions 
should be developed that will support the identifiation of new businesses 
operating in the City by existing businesses. Examples include: 

taken by the city to ellsure that all  businuses operating in the city 8re 

9 Motels and other lodging establishments iiknt@ special events and 
related activitipj SChedLlled fix their fe 

Other enforcement provisions include the establiahmtnt of internal cross 
controls to check the validity of reported gross receipts. 
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--me current business license tax or- 
does not include appartiaMzent guidelines. pursuant to law, the city may 
only impose its busintss license tax onbmincss that is mile  to the 
City* h=qcasg- with a fixed location m the City will find 
that all of their- receipts arc amiitabk to the City, and therefore will 
pay ataxbased on their total grass receipts. However, in the case of busi- 
ntsses operating both inside and outside the City, apportionment can 
become a consideration in calculating the amount of tax due. 

To ensure that individnal businesses apportion gross receipts m the same 

guidelintsbe established andthattheFinance Director, or desigak; XLUXU 
responsiility for the administration of the guidelines 

mannci 8!l othcr buSbesq it is recommended that the apportiomncat 

-m - Onc objective of the new business liceme taxing 
stnrcaue is to ensure that revenues generated from the tax reflect changkg 
economic conditions. The use of gross receipts fultiils this objective in that 
this taxing measure reflects changes assodatedwitb bothvolume and- 
ofgoodssold. Flatfeesandadminkm tive fees, however, do not have any 
inherent xncdmum ' in place to reflect changing economic conditions. 
Tkrefore, it is r e c o d e d  that the administrative fee and flat fees all be 
tied to the Consumer Price Index and be adjusted annually to reflect 
chaqing economic conditions. 

This chapter has hiphliphted key administrative and policy decisions that need to 
be resohrtd prior to drafting the rtvised business license tax ordinance. Thest 
issues are in addition to the basic policy decision of how much revenue the new 
taxing structure should be designed to raise. 
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CHApPlERvI 
ASSESSMENTOFTHE 
PRQPQSED ORDINANCE 

This chapter provides a suzunary analysis of the'proposCd busintJs license tax 
structure frum the perspective of equity, revenue elasticity/gencrath, and 
administration ease. Specific findinPlP are summarized below and on the following 
page by study objective. 

The propwed bdness license taxing structure improves the overall equity of the 
C i q s  bsincss license tax based on the following: 

With rhe devJopment of a burfnw clnrrification qstem, similrp t,vpcs of 
budness activity me mated simddy. 

Wh the development of a cuncise system ofrfRvifjrinn burincrses, all 
business actii@ d h i n  the City, wrless s p m  exempted, is deariy 
subject to the taz 

8 By taxikg the mjonty of businesses on the same baris of taxation, tht o v d  
tux burden ir distributed ccwistently and justificrbly m n g  a?l b u s b  
c h s a  

By~grarrr??celptsastheprimarybasiroftmation, equityirihlpmed 
in that buriness volume and sue are reflected in the cahdatw ' n of total ta~ 
F a y m e n t s h  

i 



hmporating these compoaents in the revised business license tax ordinance will 
UlSUrCthatdrmlarbnSintSSeS are treated similarly. 

Therevisedardinance ensures the ability of the tax to re%ct changes in the 
*xxmomy and to gencrate revemre consistently in the following ways 

Because ofthe broad tmc bate which resultJ@m the we ofgnw m p t s  a~ 
a tm meme um be genmzted rhtough the application of 
n?aw?auble tca rates 

The optional tax rates provide the City with opportunities for increasing revenue 
without ntgatively impacting the business comrrmnity. 
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E3( dimindq the bnzcketed average number of emproyeeS tar mtesbudurc, 
itisea&rto compute andpredict the tarpayment due, mrdthetnxstmctzm 
K7wIongerregressive. 

' e k m e  fix?, equity ofthe tar is atnvedto 8 &- anadmuurtram, 
the atart that all b&a operclting in the Ciiy me required to pay an 
apppriate share of the -3 odmttirimllvr! costs dated to the buriness 
licenwttu 

. .  

8 It isfurzhammmended that Ciry staffdevelop and doaunm apportion- 
ment guidelines. Cities in Cdifomia are only able to apply thc business 
license tar to =hat burinert activity that is tiimtly attributubk to the C$y. 
Fwthare burinww that opemte both inride and outside the Ci& guidkhw 
askt the business owner in c a h h i n g  those gross receipts that are 
atbibufnbIc to the city of Laii 

The anministra rive parameters provide City staff with tools to enforce the 
ordinance more effectively and efficiently. 
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APPENDIXA-RATE SlRUCI'URE IN CURRENT ORDINANCE 
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APPENDIX B - COMPARISON SURVEY 
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APPENDIX C - BUSINESS CLASSIFICATION DEFINITIONS 
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DEFINITIONS OF RECOMMENDED 
BUSINESS CLASSIFICATIONS 

Legal definitions and related terminology, will be drafted by City Attorney. 
However, general definitions of each of the broad chssifications referenced 
previously are provided below. 

~ - ~ A n y o p e r a t i o n w h e r e t h e p r i a c i p a l  
busintss transacttd co11sist3 of prorriding - ' orxnan3gu!le~- 
related ScIviCts such as, but not limited to, record lreeping, data 
processing, restarch, advertising, public relations, personnel adminba- 
tion, legal and corporate headquarters services, to other locations where 
the operations of the same business are conducted which lead more 
directly to the production of gross receipts. 

--Anypersonwho is licensed as a amtractor by the State of 
California and who undertakes to or offers to undcrtakc to or purports 
to have the capacity to undertake to or submits a bid to, or docs himself 
or by or through others, construct, alter, repair, add to, subtract fkom, 
improve, movc, wreck or demolish any building, highway, road, railroad, 
excavation or other structure, project, development or improvement, or 
to do any part thereof, including the erection of scaffolding or other 
structures or works in connection therewith, is defined as a contractor. 
The term contractor includes subcontractor and specialty contractor. 

m Monu/octunrs - Any person conducting, mamging or carrying on a 
busintss consisting mainly of manufacturing, packing, or processing any 
goods, wares, merchandise or produce. 

8  anype person, group, association, partnership, firm or corpora- 
tion engaged in a profession or vocation licensed by the State, related to 
a licensed profession or vocation, and/or requiring a period of specialized 
training such as, but not limited to, physicians, dentists, attorneys, and 
aCCmlXltanrs. 

8 - Any person engaged in the business of providing utility 
services to the general public or to private businesses including such 
seMccs as electrid, gas, sanitary and garbage, cable television and 
telephone. 

8 - Any person engaged in the business of 
providing directly recreation, entertainment, or amusement services. 
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m m- A n y p r s ~ n  q e d  h the bnsincss Of . 
renting or letting a building or structure to a tcnant for purposes of 
dwelling, sleeping or lodging (Le, apartmag d q l q  caxtdominium or 
other residential property rental excluding hotels/motels or single family 
dwelling). 

engagedinthebtlsiness . .  
8 

of renting or letting a building or structure to a tenant for purposes of 
conclacting business (Le., commercial retail space, oftia buildingq 
warehouses or other non-residential property use). (Note: ib is the casc 
in other Californiajurisdictions, those incladtdundu this danifil#tinn 
are typically owners of the building, or those who arc in tbe bnshcss of 
leasing space for the express purpose of sub-Ictting. Space occupitd by 
the owner is typidy exempt. 

8 &g&- Any person conducting, managhg or carxyiing on the business 
CoIlSisting msiniy of selling at retail anygOods. 

8 ~ - - A n y b u s i m s s  providing serviceJ, repairs or improvePcnts to or 
on real and personal property; renting or leasing personal property to 
businesses or persons; involving the operation of a hotel or motel; 
providing services to persons such as, but not limited to, laudrk,  
cleaning and dyeing, shoe repair, barber and beauty shops, photographic 
stut€ios, and transportation. 

8 ~--Anyrsonconducting,manasrinPorcarryingonthebusiness 
consisting d y  of selling at wholesale any goods. 

8 Mlsccllaneour - Any person engaged in a business not specifically taxed 
by other provisions of this ordinance and not otherwise exen@ 
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AppENDILx D - DEFINXTXON OF TAXING MEASURES 
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DEFINITION - GROSS RECEPTS 

Gross receipts is the total amount actd ly  received or receivable from sales and/or 
the performana of any act or servia for which a charge is made or credit allowed. 

Included in gross receipts are all: 

Excluded from gross receipts are: 

8 cruh mrd jobber discounts (which reduce s e w p k e  and ultimate @t 
sfrom Salk). 

8 Any refwtd that irgmnteci, either in cash or aedit, to apwcharet who 
retumrprogerty upon the reJcirri0n of a contract of safe. 

8 AmowttsreceiVcd bypersons adingas agents, brokers ortnuteq wheresuch 
moLptts have been cokcted for and art paid to another parl)t (eg., 
mounts wlkted by sllkwnen and tmnmuft 'ed to matuIfczctutetor 
d M b U ! O ~ ; ~ f u n d r e i V e d m t d t m n m u t t  ed by m e e ;  fets sqamte& 
itemized on statements and forwarded to a subcontmdor or fee w d m  
as payment forservices rendered, provided that a list ofsubcortfmcton or 

and subsequen!&paid to a less05 provided that the nume ofthe lessor an 
d the mount paid is mported to the city). 

wrlsldtm and mountspaid is reported to the *; Iece@s wmed for 

9 Amounts received as re3firndabk depsh,  except those mounts that 
forfeited and subsequent& taken as business income. 

8 A n y c r r d i t t h a t i s g m r t t e d f o r p r o p e r t y p r b y t t h e w n n u n a w p ~ ~  
aspart of thepurchaeprice (trade-in mwchandire), pnntided that the v a h ~  
o f p m w  taken is reported in gross receipts when sold to someone eke 

8 Bad debts, when credits are repotted in total in the jirst year and prove 
uncoltectible in a subsequent year. 
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DEFXNXTION - COST OF OPERATIONS 
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APPENDIX E - PROFIT MARGIN DETAIL BY SIC 



APPENDIX E 
SOLE PROPRlETORSHlP - BUSINESSES WITH NEl INCOUE, loo0 
(DOLUR AMOUNTS ARE IN 1.OOO of DOlJARS) 

. 

Food Storm 
Grocery Storso 
R e M  Bakeries 
Misc .  Food Stores 

Auto D e a l e n  a Service 
Motor Vehicle Dealen- New 

26S.164 
m 
637 

26.51 0 
56.m 
17,291 
4.- 
4.697 
11.964 
1268 
12646 
42025 
8.51 1 

95.943 

. 4b?.3(M 

sar,s2a 
5.m 
8.876 
46m4 
28.001 
10.MQ 

1.512.379 
284.809 
167.110 
117,699 

1 pw.510 
34.833 
3.167 
C B I l  
4.763 

12.731 
5.301 

** 

m . m  

1 ? 3.81 1 
80.1 3.3 
16,078 
17.600 

111.130 
0.117 

W ~ . 1 6 2  
2?.637.89 9 
s.ol2.595 

50.742.818 

18.583.73 1 
288.504 
1ll.Wl 

1.649220 
4.a95.644 
m.107 

a1t9.*60 
290.176 
661.31 8 
174.479 

2.668749 
2.71 8.2Ql 
324.81 0 

1.869.8Q2 

24.768.m 
. 1.4s7.541 

19.2QO.276 
297.901 
174,506 

2.235.398 
1.129.128 
164.886 

200.5L)5.M1 
42.566.734 
20.545.218 
22,021,516 

158.01 9.347 
4.91 0,SQ 
w.990 
tEz5.973 

1.366.364 
1,095.978 

647.004 

w w , s 2  
1 ,71 9.942 

446.922 
1 ,W.498 

30.1 54,147 
24,630.QQ3 
1,035.91 4 
4.478.240 

38.=Q.m 
, ,318,409 

** 

Y 7.=s= 
4.057.m 
U1.!524 

13.324. /33 

3,148,747 
maos 
46.832 
lM.618 
704,744 
118,081 
603.490 
26270 
43.862 
41.025 

291,195 
622.61 8 
91.m 

396.090 

5.DM.O 
490.085 

3,827,178 
153.850 
79.936 
373.702 
267,730 
L14.439 

10.756.070 
5,654,371 
3.550.036 
2,303,533 

13.902.6m 
453.576 
7w3Q 
68.1 56 

118.1 18 
121.51 a 
72,148 

439,659 
159,622 
99.270 

580.567 

1,580.856 
1,230,021 

52,454 
m,.= 

1,863,355 
41 ,S60 

** 

1032% 
14.66% 
14.60% 
22.30% 

16.93% 
20.38% 
43.85% 
11.62% 
37.21% 
15.20% 
10.05% 
0.05% 
8.63% 
24.- 
10.- 
22.001L 
11.57% 

20.1% 

20.5s 
34.23% 
18.80% 
51 .nn 
45.81% 

a71 W 
45.72% 

0.85% 
13.75% 
17.28% 
10.48% 

8.- 
0.24% 
7.70% 
10.- 
8.64% 

11.00% 
6.52% 

11.02% 
0.32% 

2221u 
9.86% 

5.24% 
4.- 
5.m 
6.68% 

4 . m  
3.1096 

** 

t a m  
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APPEND# E 
SOLE PROPRIETORSHP - BUSINESSES Wl lH NET INCOME. loo0 
( D O W  AMOUNTS ARE IN 1.OOO OF DOLLARS) 

113.178 
72.959 
27.841 
1 2 . m  

nO.aS0 
7.1 68 

17.909 
29,274 
12.046 
5.070 
5 . w  

3 O s m  
21.997 

1,995 

8,134 
20,901 
12.607 
389.278 

1.640 
19,953 

125.504 

c* 

954.483 
44.921 

94.969 
11.647 
10.01 2 

7.449.634 
4,106,142 

20,178,673 
622949 

2.=5&51 

4,528924 
700.513 

1,142.113 
lISJ80 
a 1 1 2  
=z= 
604.050 

9.W.M 
33x37224 
2299,924 
1.7w.sOo 
1234295 
25U,843 

17.167.OOe 
12223,345 
4 . m =  
295284 

51.S3O.529 
4.931.000 
6,452,900 

071,620 
Q10,0)8 
837,571 

1,145.073 
3,170.lSe 
1.927.429 

19.374 

176,307 
1 ,x34,m5 
44.253 

lO.at56.1 w 
221 4.8511 

973.117 
2.1 55.333 

l4,aZsW 

H 

42,888,973 
3.509.51 0 

31 1.488 

3,l Q2.022 
821,264 
732.120 

414.604 
325.467 
649.525 
27.817 
209.954 

1 3 1  0.989 
418.M1 
416,991 
1 S6.047 
163.m 
Sx202 

8.418,Sl 
511,299 
270.01 9 
11 5,583 
lZo,Sl5 
45.503 

151.958 
$95.41 3 
156.w 

5.449 

16,Wm 
141.402 
as.- 

2.1 47.986 
273.233 
57,821 

168.bw 
1 *613.990 

** 

19.210.1 28 
1,990,124 

173.239 

1.216.-MS 
201,141 
W.509 

5.57% 
7.76% 
a22% 
4.47% 
7 . m  

1280% 
8.18% 
8.24% 

52.07% 
20.82% 
5.25% 

11.68% 

12.69% 
1 om% 
10.14% 

1S279b 
20.71% 

9.13% 
8.w 
6.53% 
sOQ% 

12.- 
11.57% 
4.20% 

11.oOy 
12.29% 
7.14% 

13.27% 
15.- 
11.70% 
28.13% 

9.62% 
1o.Su 
14.37% 
20.71% 
1234% 
5.04% 
7.84% 

11.50% 

a- 

04 

41.81% 
39.88% 
55.62% 

38.12% 
24.49% 
50.0296 
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APPENDIX E 
SOLE PROPRlETORSXlP - BUSINESSES Wl?H WET W U E .  loo0 
(DouARALK#INTs ARE IN l.ooOOF DOUARS) 

12.710 

901.150 

6oO.m 2 
3a- 
474e 
a683 

474,989 

7.061 
122% 
67,751 

2.624.67S 
am 
1 0.m 
11317 

H 

** 

181.884 
19.71 2 
41.521 
33.76Q 
m.= 

1 m . 0 9 6  

15,929.41 0 

a-.w 
1,499,127 
-ow 
ml%1 

1 S.817.1Q8 

*2=,m 
a 8 2 4  

3,419,768 

41,472337 
1,=0.m 
1.488.41 0 

474.372 

H 

+. 

21.577.45l! 
1.115205 
3,688.32Q 
1 .=2Qs 
5,882,861 
1,152.196 

874.41 4 
7.526.062 

46,474,983 
3.900.51 7 

104.625 
4,184,041 
2.W2OQ 
2.4QO.151 

225.870 
1AW730 

93.120.950 

17,734,736 
29.235 

14.208.966 
3.497.1 15 

7.724.870 
411.122 

2.577.106 
1.01 6.263 
3,720,370 

11,271 2 W  
1,994,685 

3Q7.1 W 
499,136 

H 

e4Qx6 

7aQm 

lO.sbO.toa 
482.807 
1 6 w 7 1  
n*- 

7.763.41 0 

=6%4 
112- 

1.51 8.71 5 

27.2U3.910 
247.W 
170.w5 
76- 

H 

.. 
a.ms.521 

150.341 
1.wb731 
833343 

l,784,6!H 
5W.Q29 
120.Ql3 

281221 3 

IS,wo.091 
004,575 
43.w 

1,752.- 
1.679.507 

me2B2 
158.1 1 a 
909.750 

10,119.06Q 

2.560234 
12.833 

2.071.151 
478.250 

1,m.= 
147,683 
462.322 
219.869 
a5o.W 

5.970.963 
515-7 

180,081 

** 

2tamo 

99- 

must 

45.m 
s.s5% 
94.40% 
11.15% 
4Q.m 

29.74% 
60.42% 
44.41% 

n m  
12.- 
11.50% 

.i 

16.- 
.d 

81 .eon 
1 a . m  
26.5715 
24m 
3o.m 
(120794 
13.- 
37.37% 

3266% 
22.m 
42.oow 
41 .W 
Sam% 
w.5496 
7o.m 
20.74% 
3o.w 

14.44% 
43.90% 

1438% 
13.- 

21.m 
3592% 
17.04% 
21.62% 
22.67% 

9593% 
25.83% 
55.38% 
38.m 

*4 
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APPENDIX F - TAX RATE OPTIONS 
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CITY OF LOO1 
FRAMEWORK FOR A REVISED BUSINESS LICENSE TAX ORDINANCE 
OPTION dl ($1,1OO,OOO) 

I 

$311,858 

R6hU 758 OR $471,060 $15 $11,370 $0.30 $141,568 $1 52,958 

Wholesale 216 GR $936.243 $15 $3240 &.so $280,873 $284.1 13 

SerVkW 1625 GR $310,232 $15 $21,375 $0.80 $204,139 $228.51 4 

Manufacturer 139 OR $1,032,515 $1 5 $2,085 @*so $309,773 

Contractors 720 GR $125.671 $15 $10,920 $0.60 $75.403 586,323 

Recreation 81 Entertahmrnt 77 OR ~13,905 $1 5 $1,155 $0.60 s8,M $9,496 

Professions 330 OR $1 23,954 $1 5 $4,950 (0.90 $111,559 $1 16.509 



.. I 

CITY OF LOO1 
FRAMEWORK FOR A REVISED BUSINESS LICENSE TAX ORDINANCE 
OPTION #2 ($9OO,OOO) 

Manufacturer 139 OR $1,032,675 $15 $2,086 $0.26 $268,144 $260,229 

Retail 750 OR $471,960 $15 $11,370 $0.25 $1 17,990 $129,360 

~ Wholeaaie 21 6 GR $936,243 $1 5 $3,240 $0.25 5234,081 $237,301 

~ Service0 1625 OR $340,232 $1 5 $24,375 $0.50 $170,116 $194,491 

Contractors 728 OR $125,671 $1 5 $10,920 $0.50 582,836 $73,756 

Recreation h Entertainment 77 OR $13,905 $1 5 $1,155 $0.50 MIQ53 SB,108 

Profemions 330 OR $123,954 $1 6 $4,950 $0.75 $92,966 $97,916 
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APPENDIX G -  SAMPLETAXBILLS 
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